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I1.—THE REPORT OF THE YOUNG PLAN ADVISORY 
COMMITTEE. 


N the Bulletin of September 10th, 1931, an account was given 
I of the main findings of the Committee which met at Basle 
during August to consider the future credit needs of Germany 
and the possibilities of converting a portion of that country’s short- 
term credits into long-term loans. Since that body issued its Report, 
on August 18th, events have moved fast, and by November a further 
very definite stage was reached in the development of the economic 
crisis with the communication by the German Government to the 
President of the Bank for International Settlements of an application 
for the convocation of the special Advisory Committee provided for 
in the Young Plan by Article 119 of that Agreement. 

Prior to that, however, a series of visits and conversations had 
taken place between the heads of the Governments principally 
concerned, of which a word must be said. Early in September both 
M. Laval and M. Briand were invited to Berlin, and on September 21st 
M. Laval received an invitation to visit Washington as the guest of 
the U.S. Government. Early in October Lord Reading, the British 
Foreign Secretary, was in Paris, and about the same time an invitation 
was sent to Signor Grandi by the U.S. Government to visit America 
the following month, while on October 25th he was in Berlin as the 
guest of Dr. Briining. The upshot of all this hospitality was a series 
of discussions, followed by the issue of official statements as to the 
progress made in clearing the ground and ventilating the divergent 
points of view as to the problems of reparations and inter-Govern- 
mental debts. The most significant of the published expressions of 
the official view regarding these questions was that embodied in a 
joint statement issued in Washington on October 25th over the 
signatures of President Hoover and M. Laval. After explaining that 
it had not been the purpose of the two statesmen to engage in 
commitments binding their Governments, “‘ but rather through the 
development of fact to enable each country to act more effectively 
in its own field,” the statement continued— 

‘‘ So far as inter-Governmental obligations are concerned, we recognise 
that, prior to the expiration of the Hoover year of postponement, some 
agreement regarding them may be necessary covering the period of 
business depression, as to the terms and conditions of which the two 
Governments make all reservations. The initiative in this matter should 
be taken at an early date by the European Powers principally concerned, 
within the framework of agreements existing prior to July 1, 1931.” 

The last sentence of this statement was considered to amount, 
first, to a definite dissociation of the United States Government 
from whatever measures were to be taken to deal with the situation 
Which would arise after the expiry of the Hoover year, and secondly, 
to an acceptance of the French thesis that nothing should be done 
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except within the framework of the Young Plan. In a declaration 
on French policy, published on November 1st, while he was on board 
ship returning to Europe, M. Laval stated that he and Mr. Hoover 
had co-ordinated their ideas for a new arrangement for inter- 
Governmental debts, without actually fixing the details,(‘) and some 
weeks later, on the eve of the meeting of the Basle Committee, the 
main outlines of the French Government’s policy were made very 
clear by an official statement communicated to all the other 
Governments concerned. In this it was explained that, while ready 
to make far-reaching concessions for the relief of the situation, the 
Government insisted that the principle itself of reparation payments 
must be upheld, and this for two reasons: (1) because there was 
absolutely no proof that Germany would remain bankrupt for ever; 
and (2) because it was imperative to maintain respect for the sanctity 
of international agreements. 

To return to the Advisory Committee, the application for its 
convocation was made by the German Government on November 19th, 
in a memorandum which drew attention to the fact that the hope 
that Mr. Hoover’s proposal of June 21st would bring about a decisive 
turn in the world crisis had not been realised. Reference was made 
to the London Conference of July last, the recommendations of which 
led to the prolongation of the re-discount credit accorded to the 
Reichsbank, the Basle Standstill Agreement and the Report of the 
Committee of Experts which met at Basle in August. All these 
measures, it was pointed out were, however, merely preparatory 
in character—the Standstill Agreement stated, for example, that the 
contracting parties had approved the settlement therein provided 
pending a more permanent solution of the German short-term 
indebtedness—and the Report of the Committee of Experts had 
closed with an urgent appeal to the Governments concerned to “ lose 
no time in taking the necessary measures for bringing about such 
conditions as will allow financial operations to bring to Germany, and 
thereby to the world, sorely needed assistance.” 

It was next explained that since the economic situation of Germany 
had now become exceedingly critical the Government had determined 
to make the application to the Bank for International Settlements 
which required a declaration to the effect that they had “‘ come to the 
conclusion in good faith that Germany’s exchange and economic 
life may be seriously endangered by the transfer in part or in full 
of the postponable portion of the annuities,’ and the communication 
went on to say that :— 

* Tn making this declaration, the German Government must expressly 
state that such a declaration does not do justice to the present situation. 

Since the New Plan was framed, the economic and financial situation in 





(1) Speaking in the Chamber on November 26th, M. Laval said : ‘‘ Nous nous sommes 
mis d’accord pour substituer au régime exceptionnel du moratoire le régime normal du 
Plan Young. La France est désormais protégée contre les initiatives semblables 4 celle 
de juin dernier.”’ 
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the world, and particularly in Germany, has been fundamentally altered 

by a crisis without parallel. As the New Plan requires the Committee to 

examine the situation from all points of view, the Special Advisory 

Committee must investigate the problem in its entirety by taking into 

consideration all its factors, with special reference to the circumstance 

that the question of Germany’s private indebtedness must duly form the 
subject of a new settlement before the end of the month of February 
pens ice” 

The view taken in Paris of the last paragraph of this communication 
was sufficiently indicated by the terms of the statement issued on 
December 7th, and previous to that M. Laval had taken occasion(*) 
to emphasise the impossibility of their consenting to private debts 
having priority over reparations. There was, in fact, no connection 
between the two, and he read the German memorandum of 
November 19th as making it clear that the question of private debts 
was to be settled between the German debtors and the foreign 
creditors. (*) 

The Board of the Bank for International Settlements acted 
immediately on the receipt of the German note, and within five days 
the ordinary members of the Committee had been nominated— 
under Article 127 of the Young Plan—by the Governors of the Central 
Banks of the seven countries principally concerned. They were the 
following: Professor Beneduce, who was elected Chairman, 
M. Franequi, Sir Walter Layton, Dr. Melchior, Mr. Nohara, Professor 
Rist and Dr. Walter Stewart. These gentlemen held their first 
meeting on December 7th and co-opted four additional members, 
ie., Dr. Bindschedler, Dr. Diouritch, Mr. Colijn and Mr. Rydbeck. 
The first plenary session was held on December 9th, and the 
Committee’s work was concluded with the signature of its Report 
on December 23rd. 

The Report consists of four chapters, dealing with (1) the present 
situation, (2) the cireumstances and conditions which led to this, 
(3) the special measures taken by Germany to meet the crisis and (4) 
conclusions. The findings of the Report were based on statistics 
and statements furnished by special sub-committees set up to examine 
the various aspects of the problem, and it will be best, therefore, to 
begin by giving an outline of the facts and figures collected by these 
sub-committees. These have been published as annexes to the 
main Report. 

The first sub-committee dealt with the statistics regarding the 
interest and amortisation of German foreign indebtedness, for the 
particulars of which it was, of course, dependent upon figures supplied 
by the German delegation. The total indebtedness is shown as 
between 28,500 and 30,000 million marks (£1,500 millions at par) 





(2) In the Chamber of Deputies on November 26th and 27th. 

(3) On November 2lst the German Debtors’ Committee issued an invitation to repre- 
sentatives of 11 creditor countries to come to Berlin to discuss arrangements for dealing 
with the private debts. These discussions are expected to conclude about the middle of 
January. 
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as at July 31st last, and figures are given for the estimated cost of 
the service of the long term loans and the short term debts separately, 
The former, which are divided into four groups, are stated to require, 
for interest and amortisation, annual payments totalling 818-4 
million marks for those issued abroad, 156 millions for debts not 
issued publicly, 24 millions for internal bonds owned by foreigners, 
and about 150 millions for the yield from shares and real estate owned 
by foreigners. The short term debt is estimated to call for payments 
of interest of between 600 and 700 million marks, so that the total 
figure of interest and amortisation payments is put at 1,850 millions. 
as a maximum, for all foreign debts. 

The sub-committee which dealt with German assets abroad found 
that it was impossible to obtain reliable statistics, but placed the 
total of the long term investments at 5,000 millions. The short 
term claims of Germany are even more difficult to assess, but it is 
certain that the lengthy terms which she has extended in respect 
of her exports has resulted in the building up of considerable claims 
abroad. <A figure of 8,100 millions has been put forward as an 
estimate of the total for all forms of foreign assets, but the sub- 
committee expressed itself unable to form an opinion as to its accuracy. 
As to the amount of interest which Germany may be expected to 
receive during 1932, the sub-committee was unable to be more explicit 
than to state that this might be put at between 300 and 400 million 
marks. 

The third sub-committee examined the details of the Budget, 
and its report was the longest of those submitted to the Advisory 
Committee, since it dealt with the expenditure of the Federal States 
and Municipalities as well as of the Reich. Among the points brought 
out are the following :— 

The total expenditure of German public bodies increased between 
1926 and 1930 (fiscal years) from 17,200 millions to 20,963 millions. 
During the year just passed, however, as a result of emergency decrees, 
the increases in salaries made in 1927, which were in a large measure 
responsible for this rise in expenditure, have been more than cancelled, 
and salaries are now on a lower level than in 1926. 

Of the total increase of over 3,700 millions, 1,600 millions were 
for account of the Reich and 2,100 millions for account of the States 
and Communes, and with regard to the relation between the Reich 
and local authorities the Report says the Committee felt that— 

“Some part at least of the increase in the total expenditare of public 
authorities had arisen from the fact that the financial relations between 
the Reich, the Federal States and the Communes permitted the latter in 
particular to embark upon additional activities which were paid for out 
of the share of taxes levied by the Reich, but transferred on a percentage 
basis to the States and Communes. As the yield of these taxes rose In 
times of prosperity, money flowed into the coffers of the Communes, and 
part of their present difficulty is due to the fact that their receipts from 
these sources have now fallen off, while their expenditure cannot be easily 
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or quickly reduced to correspond. The amount of taxes transferred by 
the Reich in this way to other public authorities rose from 2,620 million 
marks in 1926 to a maximum of 3,412 millions in 1928, and subsequently 
declined to 3,050 millions in 1930 and to 2,321 millions in 1931... 

An improvement has, however, been effected by the recent emergency 

decrees . . . under which the Municipalities have the power, and in 

certain circumstances, the obligation, to levy additional taxes for them- 
selves. These include a poll tax, a local beer tax and a tax on beverages, 
the unpopularity of which acts as a powerful further stimulant upon the 

Municipal authorities to effect economies in their budgets.” 

Reference is made to the development of the public debt, the total 
of which, at March 31st, 1931, is shown as 24,078°9 million marks. 
Of this the Reich accounted for 11,342 millions odd, the Federal States 
for over 2,802 millions, and the Communes over 9,934 millions. The 
aggregate figure has increased by no less than 9,480 millions in the 
last four years,(*) and of this more than 2,000 millions were in respect 
of claims in the debt register for war damages and Polish indemnities 
and of reparations loans of the Reich (two-thirds of Young Loan) 
which entailed a burden for interest and amortisation, but brought no 
new capital which could be employed. 

The Dawes and Young Loans are shown as accounting together 
for 3,400 millions (£170 millions at par). 

Turning to the revenue side of the Budget the sub-committee 
found that the falling off in receipts had lately assumed “ catastrophic 
proportions.”” For example, the yield from income tax, which in 1929 
amounted to 1,440 millions, was not expected to reach 1,000 millions 
in 1931, and in 1932 was estimated at 700 millions, a decline of over 
50 per cent. in two years. The corporation tax, in the same period, 
showed a drop of nearly 80 per cent., and the Report states that 
‘ though the German Government has resorted to a series of emergency 
measures to increase taxation, they have been entirely unable to pro- 
duce sufficient revenue to meet normal expenditure, which has, 
therefore, had to undergo sweeping reductions.”’ 

An attempt was also made to analyse the “sketch budget ’’ for 
1932, as a result of which it became clear that there was serious reason 
to fear that the estimated revenue might not in effect be realised, while 
the possibility of further cutting down expenditure was open to doubt, 
unless—what was very undesirable—the amounts set aside for debt 
redemption were further reduced. As to this, the sub-committee 
‘could not but feel, having regard to the alarming increase of the 
total public debt . . . that it is vital for the German Government 
to pursue the firmest policy of debt reduction in order that the burden 
of debt may not become insupportable.”” With regard to the Budget 
prospects in general, the sub-committee expressly states that it has 
no opinion as to the probability or otherwise of an early reversal of the 
present downward movement in business activity, not only in Germany, 
but in the whole world, but takes occasion to point out that “ unless 





(4) The total on March 31st, 1928, was 14,593°6 millions. 
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this movement is reversed, there can be no hope of a recovery in the 
Budget situation, and even if a speedy reversal should take place, it 
must be some time before the Budget will benefit therefrom and 
return once more to a sound basis.”’ 

The last report is that of the sub-committee on the Reichsbahn, 
whose profits have declined so seriously as to make it impossible for 
them to furnish the 660 million marks required for the unconditional 
portion of the reparations annuities. In each of the years 1926, 1927, 
1928 and 1929 the margin of receipts over payments was nearer 900 
than 800 millions, but in 1930 it dropped to 480 millions, and in 1931 is 
expected to be about 178 millions. The amount due to be paid by 
the Railway on account of reparations in 1931 is 635 millions, so that 
there will be a deficiency of 475 millions. Allowing further for the 
preference share dividend, the service of new debts and the writing 
off of the concession, the deficiency is brought up to 567 million marks. 
As regards 1932, drastic economies in working are expected to bring 
about a surplus of receipts over payments of 252 millions, which is, 
of course, totally inadequate to meet the calls upon the Railway. 
The conclusions to which the sub-committee arrive are that in 1931 
it will be impossible to balance the Company’s budget, while as to the 
position in 1932 and subsequent years, the Committee was not asked to 
express any opinion, but in any case it would have been unable to find 
the answer. Nevertheless, the figures available would appear to 
suggest that once Germany and the world at large had recovered their 
balance the Reichsbahn (fundamentally a sound undertaking) would 
be able in future years, if managed on a commercial basis, to yield a 
net operating surplus comparable with that earned by other big 
foreign railway systems. 

With these conclusions before them the Advisory Committee drew 
up its Report in four chapters dealing with the elements of the problem 
as already enumerated. ‘The first of these is far the most detailed, 
since in it the Committee make reference separately to the various 
elements going to make up the existing condition of affairs. After 
noting that the effects of the crisis were, in Germany and other 
Eastern European countries, devastating, and that the stringent 
measures of exchange control—necessitated by the need for protecting 
the currency—had accentuated the already serious restriction in the 
volume of economic activity, the Committee described the Emergency 
Decree of December 8th, 1931, as including ‘“‘ measures without 
parallel in modern legislation.”’ Dealing in turn with the foreign 
debt, the trade balance, and the balance of payments, the Report calls 
attention to the following points :— 

The large amount of foreign short-term liabilities made Germany 
peculiarly susceptible to the credit crisis, and 2,900 million marks of these 
credits were withdrawn between January and July last. 

At the end of July the total of advances repayable at short-term 
amounted to nearly 12,000 millions. The Standstill Agreement, signed 
in September, applied to rather more than half of this total. 
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The monthly export surplus averaged 160 million marks during the first 
half of 1931. During August /October it was between 300 and 400 millions, 
but in November dropped to 267 millions, and must be expected to 
continue to decline. 

The surplus had not become immediately available to Germany in the 
form of foreign exchange which could be utilised to repay debts because 
Germany, while paying cash for her imports, gave extended terms of credit 
to her buyers, especially in the case of Russia, and in addition to this, 
German exporters, in spite of legal restrictions, have been able to keep 
abroad part of the foreign exchange resulting from exports. 

Overhead figures of the balance of payments (export surplus, foreign 
assets of German banks, re-discount credits and gold reserves, etc., on one 
side, and reparations and interest and amortisation payments on the 
other) showed that the total of capital withdrawn during 1931 amounted 
to approximately 4,900 million marks. The export surplus is shown as 
3,000 millions, and the amount paid in reparations and interest on loans 
together at 2,300 millions. The Report states that— 

“ The withdrawal of capital . . . forced Germany to have recourse 
not only to the reserves held against their foreign liabilities by the 
German private banks, but also to increase such credits as were 
commercially available by the re-discount of credits granted to the 
Reichsbank and Golddiskontbank. This did not obviate heavy sales 
of gold, and the striking feature of this balance sheet is the drain which 
the withdrawal of capital has placed upon the reserves of the Reichs- 
bank.” 

The position of the Bank is next dealt with, attention being called 
to the fall in the reserve to 1,161 million marks on December 15th, 
as compared with 2,676 millions at the beginning of last June. The 
percentage cover for the note issue is thus only 25-6 per cent. But 
even these figures do not allow for the fact that the Bank owed, at 
July 31st last, 630 millions in respect of the re-discount credits granted 
to it by the Bank for International Settlements and the Central 
Banks and to the Golddiskontbank by American banks, and if this 
amount is deducted the note cover is only 11-7 per cent. 


Under the heading of Production and Employment it is shown 
that nearly 25 per cent. of the labour personnel of the country is out 
of employment, and the index of industrial production has fallen to 
66—in other words, one-third of the industrial life of Germany has 
stopped. Both prices and wages have been reduced by legislative 
decree, and the rate of interest for advances to industry has gone up 
to about 12 per cent., thereby further attributing to the decline in 
activity. Agriculture is in even more serious difficulty, and cannot 
earn enough to find interest on the debts it contracted when prices 
were high, so that measures of financial relief, amounting almost to a 
moratorium, have been taken in order to prevent a general collapse. 

As regards the Budget, after citing many of the figures given in 
the sub-committee’s report, the Committee comes to the conclusion 
that the burden of taxation has become so high that there is no 
margin for a further increase. 
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In Chapter 2, a short outline is given of the course of the crisis, 
and in the section dealing with Germany’s debt the Report states 
that— 

““Germany’s demand for capital to fill the gap left by the war, the 
aftermath and the inflation, was very great. As a matter of fact, the 
influx of foreign capital, which began as soon as the mark was stabilised, 
and which was estimated by the Bankers’ Committee to be about 
18,000 million marks, has been partly offset by the 10,300 millions of 
reparation payments.” 

A large amount of capital has, however, been invested in both 
public and private enterprises, and this was forthcoming partly from 
Germany’s own savings, but— 

“ the foreign holding of so large a proportion of her capital wealth makes 

her peculiarly vulnerable to financial, disturbance, particularly to the 

extent that this capital is withdrawable at short notice. Moreover, a 

substantial part of these short-term credits have proved to be immobilised 

in long-term investments. The withdrawal of these credits must, therefore, 
threaten not only the exchange, but also the liquidity of the banks 
themselves.” 

Reverting to the Budget, the Report quotes figures given by the 
sub-committee and goes on to call attention to the fact that— 

“ The Reich levies taxation of which it retains part only, and of which 
a proportion fixed by law is automatically handed over to the States and 
Communes, which only cover their expenditure from their own resources 
to the extent of 75 per cent. Such a system means that the control of 
expenditure is divorced from the responsibility of raising the revenue to 
meet it, and although the system may have been moderated by recent 
ordinances of the Reich, we think that reform in this matter would have 
beneficial results.”’ 

As a matter of fact, among the measures taken by the Reich with 
a view to controlling expenditure new regulations have been made 
limiting the extent to which savings banks and allied institutions 
may finance the municipalities in future, and for the time being they 
are not allowed to grant them new credits, so that the tendency to 
launch out into schemes of development will be curtailed, in one 
respect at least. 

In setting forth its Conclusions the Committee draws attention 
to the importance of the Governments facing economic realities, and 
of not allowing the treatment of these to be influenced by political 
considerations. When the Governments come to examine the whole 
group of questions allied to the subject of the Report, they will have 
to take account of many matters relevant to these complex problems, 
which, say the Committee, “‘can only be solved in conformity with 
economic realities,’ and they continue— 

“In this connection certain considerations seem to us of great 
importance. The first is that transfer from one country to another on 4 
scale so large as to upset the balance of payments can only accentuate the 


present chaos.”’ 
Secondly, ‘‘ the release of a debtor country from a burden of payments 


which it is unable to bear may merely have the effect of transferring that 
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burden to a creditor country which, in its character as a debtor, it, in its 

turn, may be unable to bear.” 

Thirdly, “‘ the adjustment of all inter-Governmental debts (reparations 
and other war debts) to the existing troubled situation of the world—and 
this adjustment should take place without delay if new disasters are to be 
avoided—is the only lasting step capable of re-establishing confidence, 
which is the very condition of economic stability and real peace,” and 
“Finally, although the German Government is energetically defending 
the stability of its currency, steps are necessary to secure that these 
measures shall have a permanent effect.” 

It will be noticed that the Committee expressed no opinion on the 
question as to the priority of commercial debts or reparations ; nor 
indeed could it do so without exceeding its terms of reference. The 
Report made it quite clear, however, that the first essential of whatever 
policy is pursued by the Governments must be to re-establish confidence 
in the future financial stability of Germany, and if commercial debts 
are not paid on their due date credit will cease and all business be 
dealt a blow calculated to cripple it for a long period. It is equally 
clear, from the wording of the Report, that Germany will be unable 
to resume payment in July not only of the conditional but also of the 
unconditional annuities, so that whatever may be the principles upon 
which French policy takes its stand, economic realities must prove too 
strong for them, and the Governments, when they meet at Lausanne 
later on in the month, will have to begin their work by facing the fact 
that the Young Plan cannot be maintained intact and that there is, 
in fact, no prospect that in any foreseeable period of time the payment 
of reparations on the scale laid down in the Plan can ever be renewed. 
They will have to realise that the problem is not one of finding a way 
out of a period of depression by arranging a suspension of the annuities, 
since if it were known that the relief were only temporary, and that 
after, say, two years Germany would have to resume the transfer of 
payments, the intervening period would be spent by her private 
creditors in trying to get their money out of the country; the free 
movement of capital would certainly not begin again and the period 


of reconstruction could not start. 
H. L. 





Il.— CHRONOLOGY. 


Australia. 


December 19th.—The General Election was held throughout the Common- 
wealth, and resulted in the United Australia Party, headed by Mr. James 
Lyons, securing 36 seats (as against 23 previously), the Country Party 15 
(11), the Labour Party 13 (35), the Lang Group 10 (5), and Independents 2 (nil). 

December 21st.—Mr. Scullin resigned, and the Governor-General sent for 
Mr. Lyons. 

December 29th.—The final results of the Election were as follows: 
Nationalists, or United Australia Party, 41 seats; Country Party, 16; 
Labour, 14; and Lang Group, 4. Two of the Nationalist seats were 
generally classed as Independent. 

December 31st.—Mr. Lyons formed a Cabinet of members of the United 
Australia Party. He took the office of Treasurer himself and appointed 
Sir George Pearce as Minister of Defence; Mr. Gullett, Trade and Customs; 
Mr. Parkhill, Home Affairs; and Mr. Latham, Attorney-General and 
External Affairs. Mr. Bruce was appointed Assistant Treasurer, and 
Mr. Fenton, Postmaster-General. 


Austria. 
December 18th.—Dr. Pfrimer was acquitted, together with seven others, 


of the charge of committing an act of high treason against the State. 

December 23rd.—Parliament approved the three Bills for the re- 
organisation of the Credit-Anstalt in accordance with the recommendations 
of the bank’s creditors. 


Belgium. 

December 30th.—The Government signed an agreement with the Dutch 
Government providing that if either country decided to impose import 
restrictions which would adversely affect vital exports of the other it should 
beforehand engage in conversations with the other to ensure that the harm 
should be reduced to a minimum. 


Brazil. 
January 1st, 1932.—A Commercial Treaty with Norway was signed in 
Rio de Janeiro. 


Canada. 

December 17th—The Premier announced that notice had been given to 
the French Government terminating the Trade Treaty with France, which 
was signed in 1922, as from June 16th, 1932. 


Chile. 


December 25th—A band of 300 Communists attacked and seized the 
military barracks at Copiapo, the capital of Atacama province. 
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China. 
INTERNAL AFFAIRS. 


December 16th.—Chang Hsueh-liang resigned as Commander-in-Chief of 
the North-East Frontier Defence and Vice-Commander-in-Chief of the 
National Army, Navy and Air Forces. He was asked by the Nanking 
Government to act as military commissioner for North China. 

It was announced by the army headquarters in Nanking that “ drastic 
steps’? would be taken to maintain order at all costs. 

December 17th—Troops fired on a crowd of about 3,000 students who 
attacked the headquarters of the Kuomintang in Nanking and 50 arrests 
were made. The plant of the official newspaper was wrecked. 

December 22nd.—The Nationalist Government resigned en bloc and 
Chiang Kai-shek left Nanking for Fenghua (Chekiang) after attending the 
opening ceremony of the plenary session of the Kuomintang. ll the 
Ministers tendered their resignations, but the Acting-President, Chen Ming-shu, 
declined to accept them. 

December 23rd.—Dr. C. C. Wu was appointed Foreign Minister pro tem. 

December 28th.—The plenary session of the Kuomintang Central Com- 
mittee appointed Lin Sen Chairman of the National Government, Sun Fo 
Chairman of the Executive Yuan, and Dr. C. C. Wu Chairman of the Judicial 
Yuan. 

The Central Executive Committee as reconstituted contained nine 
members, who included Chiang Kai-shek, Sun Fo, Wang Ching-wei and 
Hu Han-min. The three standing members of the Political Council (through 
which the decisions of the Executive Committee were passed to the 
Government) were Chiang Kai-shek, Wang Ching-wei and Hu Han-min. 

The Central Committee was reported to have decided to change the 
Central Government system, re-organise the financial machinery, provide 
security for domestic loans, establish freedom of the press, speech and 
conscience and the right of assembly and association. 

It instructed the Government to direct Chang Hsuch-liang to take 
effective measures to defend Chinchow against the Japanese. 

December 29th.—Mr. Eugene Chen was appointed Foreign Minister and 
Huang Han-liang, Minister of Finance. The Central Committee of the 
Kuomintang issued a manifesto stating that the object of the session was 
to devise measures for the preservation of national existence and the attain- 
ment by China of the status of independence. It was intended that the 
people should have a greater share in the Government and administration 
in order to pave the way for constitutionalism. Resolutions were adopted 
calling for the utilisation of foreign capital and experts in industrial 
development, and for the carrying out of conservancy works. 

December 31st.—The new Cabinet was understood to have decided that 
Chinchow should be held against the Japanese and ordered Chang Hsueh-liang 
to countermand the instructions he had given to withdraw to within the 
Great Wall. 

January 2nd, 1932.—Dr. Eugene Chen assumed office as Foreign Minister, 
and at once issued a challenge to Japan accusing “the Japanese militarists 
of creating a situation in Manchuria which is indistinguishable from a state 
of war,” in defiance of the will of the civilised world as expressed in the League’s 
decision. It would be the task of the new Government to end this state of 
war, and “‘ pending this, the Government will insist on the orders which have 
been despatched to Chang Hsueh-liang to defend Chinchow at all costs, even 
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though defeat may be inevitable.” In a statement to the staff of his Ministry 
he indicated that a settlement regarding Manchuria should be sought through 
diplomatic channels. 

The Cantonese National Government was formally dissolved, and 
committees was formed to administer Kwangtung and Kwangsi under 
Nanking. 


EXTERNAL AFFAIRS. 


December 16th.—It was stated officially that part of Chang Hsueh-liang’s 
troops had withdrawn from Chinchow. Further fighting between Japanese 
= bandits were reported from Chengchiatun and other places west of the 

MLR. 

December 17th.—Report re Chang Hsueh-liang’s undertaking to withdraw 
from Chinchow. (See Japan.) 

December 18th.—The Chinese were stated by Japanese observers to be 
steadily increasing their forces north from the Great Wall, avoiding the main 
railway line, where neutral observers were watching developments. A 
large area south-west of Mukden was reported to be terrorised by bandits. 

December 19th.—According to Japanese reports fighting began west of 
Mukden with a Japanese attack from the air pending the arrival of troops 
to engage a force of 10,000 Chinese regulars, who were moving to attack 
Mukden. The strength of regulars and bandits was estimated at 60,000, 
and the Japanese stated they had proof that regulars were acting in concert 
with bandits. 

December 21st.—The Japanese forces opened an extensive drive against 
bandits north of the Peking-Mukden railway. 

In an official statement issued by Dr. Koo, the Foreign Minister appealed 
to the United States to uphold the sanctity of the Nine-Power Treaty, and 
stated that “‘ Manchuria is an integral part of China and she has every right 
to the control of it.” 

December 22nd.—The Mukden headquarters of the Japanese War Office 
issued statements pointing out that the Japanese withdrawal from the 
Chinchow neighbourhood some time earlier in deference to the League's 
concern as to Chinchow had made the situation worse, and bandits numbering 
about 10,000 were menacing the Japanese flank in the district west of the 
S.M.R. 

Fakumen was occupied by the Japanese. 

December 23rd.—General Honjo issued a proclamation stating that the 
Japanese advance had previously been halted so that the Chinese might 
realise the advisability of withdrawing within the Great Wall, but more than 
100,000 troops, including bandits, were still in South Manchuria. The 
Japanese were therefore constrained to undertake the task of driving out the 
rebels in the whole region west of the Liao River. 

Japanese forces were reported to be moving westward from Haicheng, 
north-east of Yingkow, and fighting took place between armoured trains at 
Tienchwangtai. Chang Hsueh-liang was reported, from Japanese sources, 
to have informed the Japanese Legation that the fall of the Tokyo Cabinet 
absolved him from his promise to evacuate Chinchow and that he had received 
instructions from Nanking not to withdraw. 

December 28th.—Japanese forces occupied Tawa, after fighting at Tiench- 
wangtai. (Both places were on the railway between Newchwang and 
Kaopangtze, the junction with the Peking-Mukden line.) 
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December 29th.—It was announced in Peking that, on Chang Hsueh-liang’s 
orders, the Manchurian troops in the Chinchow area had begun to withdraw 
inside the Great Wall. The decision was taken “ solely in order that the 
Japanese military may have no pretext for extending warfare and its 
consequences to North China, especially the Peking and Tientsin areas.”’ 

A mandate was issued in Nanking stating that since May 4th, when the 
regulations were promulgated governing the exercise of jurisdiction over 
foreigners, owing to natural disasters the necessary preparations had not 
been completed, and the enforcement of the regulations was ordered to be 
temporarily postponed. 

The Japanese were stated to have occupied Panshan (25 miles from 
Kaopangtze). 

December 30th——The Japanese occupied Kaopangtze. According to 
a report from a British military observer, the Japanese forces dropped bombs 
on Chengwu, Toua, Yanshan and Sishan station (on the Peking-Mukden 
line) during their advance towards Kaopangtze. 

December 31st.—Further appeal to Geneva regarding the situation in 
Manchuria. (See League of Nations.) 

Chang Hsueh-liang’s headquarters stated that Kaopangtze had not been 
captured by the Japanese and that serious fighting was going on at Paichipu, 
on the Peking-Mukden line (between Hsinmin and Tahushan). The Japanese 
entry into Kaopangtze was, however, confirmed. 

Chang Hsueh-liang was also reported to have notified the Japanese 
Legation that he had ordered the Chinchow garrison to withdraw and asked 
that his troops retiring should not be pursued. (He was believed to have 
exhausted his supplies of munitions.) 

January 2nd, 1932.—Chinchow was occupied by the Japanese without 
opposition. The last Chinese troops left a few hours previously. 

Eugene Chen’s challenge to Japan. (See Internal Affairs.) 

Dr. Mowll, the English Bishop of Western China, was assaulted and robbed 
while travelling from Chungking to Chengtu. 

January 3rd.—Mr. Chamberlain, the U.S. Consul at Harbin, was stated 
to have been assaulted at Mukden by Japanese soldiers. He lodged a vigorous 
complaint with the Japanese Consul, who ordered an immediate and thorough 
inquiry. 

January 4th—A Manchurian communiqué was issued stating that the main 
Japanese force on the Peking-Mukden Railway had not crossed the Taling 
River (15 miles north of Chinchow). 

A Japanese traveller was reported to have been murdered at Canton, 
and a teacher and his wife murdered at Foochow by a Chinese mob. 

Communication to the League re Manchuria. (See League of Nations.) 

January 5th—A large body of bandits who attacked Sinmin were driven 
out by Japanese troops after they had murdered four Japanese residents and 
done a great deal of damage. 

Lienshan (on the railway 30 miles south of Chinchow) was occupied by 
Japanese troops. 


France. 


December 16th—The Government received the British Government’s 
reply to the French Memorandum on reparations issued on December 7th. 
The reply was understood to contain a review of the effect of reparations and 
war debts as the main cause of the economic crisis and pointed to the situation 
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of Germany as the key of the European crisis. The arguments in favour of 
enabling Germany to pay her short-term debts were repeated and the Wiggin 
Report was quoted at length on the reasons for which action in this matter 
was essential. The consideration was also put forward that it was British 
financial support which had played a large part in keeping Germany alive for 
the last few years and enabled her to pay reparations, while the British open- 
door trade policy had done much towards giving Germany a favourable trade 
balance. Thus Germany had in a sense lived on British sources and out of 
them paid reparations to France. 

December 17th_—The Government gave notice to terminate the Commercial 
Treaty with Italy, signed on November 13th, 1922. 

Termination of Trade Treaty with Canada. (See Canada.) 

December 18th.—The Naval construction programme for 1932 was adopted 
by the Chamber without a debate. (This authorised the building between 
April Ist, 1932 and March 31, 1933, of four second-class cruisers, one destroyer 
and other small auxiliary vessels, but omitted the proposed vessel of 23,000 
tons. The sum appropriated was 1,248 million francs.) 

December 20th.—In a speech in Paris, the Prime Minister said that France 
would not agree to reparations being sacrificed to private debts, and would 
not compromise in the matter of cancellation ; also, they would not allow the 
Young Plan to be torn up. 

Conversations which were held during the previous two days between 
the French and British Treasuries concluded with the issue of a communiqué 
stating that these had been concerned in particular with the problems 
raised by the forthcoming conference of Governments and would be pursued 
“with the object of facilitating the work of the conference by agreement 
between the two Governments in a spirit of mutual collaboration.” 

December 21st.—Italian reply to Government’s Note of November 4th. 
(See Italy.) 

December 22nd.—The Senate passed the Naval Construction Bill by 270 
votes to 22. 

December 27th.— Reports were current that M. Laval had received a letter 
from Mr. MacDonald just before Christmas Day inviting him to collaborate 
with him in an effort to reach agreement on the reparations question and 
suggesting a meeting in London. 

December 28th.—The Prime Minister’s office issued a communiqué reading: 
“Contrary to reports published this morning no invitation to M. Laval to 
visit London in order to confer with Mr. MacDonald has been received. The 
French and British experts are carrying on discussions about reparations and 
the eventuality of a meeting between the heads of the two Governments can 
only be considered and would only be useful when the experts have completed 
their task.” 

December 31st.—The balance sheet of the Bank of France showed that the 
sterling holdings had been written down to current value, representing a loss 
of 2,300 million francs (£19 millions at par). The foreign assets of the Bank 
totalled £154 millions (at par) and the gold reserve was 68,481 million francs 
(say, £548 millions at par), representing 60.57 per cent. of the paper issue. 


Germany. 

December 16th.—The Council of Elders, or Procedure Committee, rejected 
the application by the extremist parties for the immediate summoning of the 
Reichstag. (It was due to reassemble on February 23rd.) 
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Herr Hitler published an open letter to the Chancellor in the V dlkischer 
Beobachter in which he attacked the Emergency Decree and other actions 
of the Government. 

December 18th.—It was announced in Berlin that a discouraging reply 
had been received from the British Government to the German request 
under the Protocol of the Anglo-German Trade Treaty, for the arrangement 
of friendly verbal negotiations regarding the effect on German trade of the 
new British import duties. The reply made it clear that it would be useless 
for a delegation to go to London at the present time. The duties were only 
of a provisional character and the permanent tariff would not be ready for 
some months. 

December 21st.—Ratifications were exchanged in Berlin of the Commercial 
and Navigation Treaty with the Irish Free State, signed on May 12th, 1930, 

December 22nd.—A Trade Agreement was concluded with the Soviet 
Government, and was officially described as to “ permit in particular the 
removal of the differences which . . . have recently arisen in all export 
markets and in consequence also in the German-Russian trade.” 

December 23rd.—Signature of report of Basle Advisory Committee. (See 
Reparations.) 

December 31st.—In a New Year’s message broadcast tothe German people 
President von Hindenburg said that their great sacrifices justified them in 
expecting the rest of the world not to hinder their recovery by requiring of 
them efforts beyond their strength. Also, as regards disarmament, their 
just claims should not be denied to them ; “ Our right to equality in security 
is so clear that it cannot be questioned.” 

January 4th, 1932.—An official statement was issued giving figures of repara- 
tions payments already made and citing French official figures regarding 
the cost of reconstruction, with a view to showing that the latter had already 
been more than covered. The total payments to date by Germany were 
placed at 55,000 million marks, but the lower figure of 38,400 millions, 
estimated by the American Institute of Economics, was taken, and of this 
France had received at least 19,000 millions, while she had only spent 13,500 
millions on reconstruction (i.e., 80,100 million francs, the figure quoted by 
the French Minister of Public Works in September, 1931). 

Communist agitators made organised attempts to bring about a general 
strike in the Ruhr, but without success. Over 500 persons were arrested, 
including 150 at Diisseldorf. 

One hundred and seventy-five vessels were stated to be lying idle at 
Hamburg. 


Great Britain. 


December 16th.—Reply of the Government to French Memorandum on 
reparations handed to French Government. (See France.) 

December 18th.—Reply to Germany to request re tariff negotiations. (See 
Germany.) 

December 23rd.—The India Office announced that the following three 
committees had been appointed to investigate in India and make recom- 
mendations on certain matters arising out of the discussions of the Round- 
Table Conference : (1) A committee to investigate and advise on the revision 
of the franchise and constituencies, to be presided over by Lord Lothian ; 
(2) A committee to put to the test of detailed budgetary facts and figures 
the recommendations of the Federal Finance Sub-Committee, to be presided 
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over by Lord Eustace Percy; and (3) A committee to explore more fully 
the specific financial problems arising in connection with individual States, 
presided over by Mr. J. C. C. Davidson. 

December 24th—In a statement regarding the report of the Advisory 
Committee on Germany’s capacity to pay reparations, Mr. MacDonald said 
it showed that the Governments ought to meet without a day’s unnecessary 
delay. The British Government was perfectly ready to meet at once, he 
said, and concluded, ‘‘ For God’s sake let us meet at once.” 

December 27th.—Report re Mr. MacDonald’s letter to M. Laval. (See 
France.) 

December 28th.—Issue of communiqué by French Premier’s office re repara- 
tions discussions. (See France.) 

December 30th.—The British Government informed the Governments of 
France, Germany, Italy, Belgium, Poland, Greece, Portugal and the three 
Little Entente States that it considered that Lausanne on January 18th, 
1932, would be a suitable place and date for an international conference on 
reparations. It also suggested that the Governments concerned, if they 
were in agreement, should obtain the consent of the Swiss Government for 
the meeting to be at Lausanne. It was stated that the proposal had also 
been notified to the Dominions and to India, and that the U.S Government 
had also been informed. 

December 31st.—The Report on the 12th Assembly of the League of 
Nations, made by the delegates of the United Kingdom to the Foreign 
Secretary, was published as a White Paper, Cmd. 3986. 

It was announced that the Government’s proposal regarding the holding 
of the reparations conference had been accepted by all the Governments 
concerned. The French Government’s acceptance of the date was, however, 
provisional. - 

January 2nd, 1932. English Bishop of Western China assaulted. (See 
China: External Affairs.) 


Hejaz. 
December 22nd.—It was announced that a Treaty of Friendship and 
Bon Voisinage with the Yemen had been signed on December 14th. 


Hungary. 

December 19th.—Baron Koranyi was appointed Minister of Finance. 
(Since August the Premier had been responsible for the Ministry.) It was 
understood that he would have the powers of a financial dictator. 

December 22nd.—It was officially announced that a decree was being 
issued, to become effective the following day, providing for a temporary 
-transfer moratorium. with the object of safeguarding the country’s gold 
transfer and exchange reserves. When foreign exchange was available, 
interest would be paid first on the 74 per cent. sterling loan of 1924 (the 
League Loan for Reconstruction) and then on the others in the following 
order : the secured Relief Loan ; discount on secured Treasury Bills ; Caisse 
Commune; Austro-Hungarian Railway; Danube-Save-Adriatic Railway ; 
payments under the London Protocol of 1931; and pre-war Budapest 
loans. 
In a statement to the Emergency Committee of Parliament Baron Korany! 
explained that the purpose of the decree was to create a stable situation for 
the period of a year so as to give Hungary the possibility of conducting 
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systematic negotiations with her creditors in a relatively quiet atmosphere. 
He also hoped that foreign trade might be reorganised during the year in a 
manner making it possible to procure devisen to a larger extent. 


India. 

December 23rd.—Appointment of committees to investigate in India, 
(See Great Britain.) 

December 24th.—Abdul Ghaffar Khan, the Red Shirt leader, and his 
brother Dr. Khan Sahib and two other leaders were arrested. 

December 26th—The Pandit Jawaharlal Nehru and Mr. Sherwani were 
arrested for disobeying the Allahabad magistrate’s order forbidding them to 
leave the municipal limits without permission. 

Clashes between Red Shirts and troops occurred at Kohat and elsewhere, 
and 36 were arrested in Kohat. A number of others were arrested at Hazara, 
Peshawar and other towns, totalling 159 in all. The Government of the 
North West Frontier Province declared the Frontier Provincial jirga (the 
Frontier Congress Committee) all volunteer associations and the provincial 
Nau Jawan Bharat Sabha to be illegal organisations under Ordinances just 
promulgated by the Government of India. (These conferred special powers 
on the local administration for the restoration of order and were also designed 
against associations dangerous to peace and against instigations to the 
non-payment of taxes.) 

December 28th.—The second interim report of the General Purposes 
Retrenchment Sub-Committee on Government Expenditure was issued. The 
expenditure reviewed totalled 831°31 lakhs of rupees and cuts were recom- 
mended covering 168-77 lakhs. The report severely criticised the expenditure 
of the Government in certain respects. 

Mr. Gandhi arrived in Bombay from Europe. Twelve people were 
injured during conflicts between Congress demonstrators and Untouch- 
ables. In statements made to the press and at a public meeting, 
Mr. Gandhi said that if the recent Government Ordinances were repealed 
he would advise Congress to see its way to codperate with the Round Table 
Committee. As regards the arrests in Bengal, he said the question of Bengal 
should be isolated and considered separately, as the situation there was 
entirely different. 

The number of arrests in the N.W.F. Province reached 763, of whom 
17 were subsequently released. 

December 29th.—Mr. Gandhi was understood to have telegraphed to the 
Viceroy inquiring whether the Government’s policy as shown by the 
Ordinances meant a rupture of the friendly relations between it and Ccngress, 
and whether he could see Lord Willingdon to seek advice and guidance before 
deciding his future policy. 

December 30th.—In a speech before the European Association in Calcutta 
the Viceroy surveyed the political situation, and referring to the approaching 
Visit of the three committees appointed after the Round Table Conference, 
said that all fair-minded and moderate men and women in India and in Great 
Britain were in full support of the proposal that Indians should be given 
complete responsibility over the administration of their country, subject 
to necessary safeguards, but “ at the same time we find that determined efforts 
are being made by some of the leaders of the only active political organisation 
in the country by speech and action of a most unconstitutional and seditious 
character to destroy the possibility of having a peaceful atmosphere in which 
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to carry out these reforms and to start the non-coéperation and civil 
disobedience campaigns again.’’ Let there be no doubt as to the policy of the 
Government. It was determined to move on as rapidly as possible with the 
work of constitutional reform, and, that being the case, he wished to make 
it clear that every measure would be taken to prevent any party from impeding 
the constitutional programme or attempting to paralyse the administration, 
and there would be no hesitation in granting local governments all reasonable 
powers. A perusal of the evidence of Congress activities on the North-West 
Frontier, in the United Provinces and in Guzerat clearly showed the hollow- 
ness and insincerity of this agitation. He ventured to hope that Mr. Gandhi 
would agree to call a halt to these activities, and help forward the solution of 
the problem before them. 

As regards the terrorist campaign in Bengal, he said they were determined 
to stamp out the movement, and he reminded the citizens of the Presidency 
that mere condemnation of outrages was not any help to the authorities. 
The Government expected them to show that they themselves would not 
tolerate this criminal movement and would coédperate in bringing offenders 
to justice. 

December 31st.—Mr. Gandhi telegraphed to the Viceroy saying that it had 
been tentatively planned to start civil disobedience, but that if Lord Willingdon 
considered it worth while to see him the plan would be suspended in the hope 
that the meeting might result in its being abandoned. 

In his reply to Mr. Gandhi’s wire of December 29th, the Viceroy said that 
the Government’s responsibility rendered it impossible for them to have any 
dealings with persons or organisations responsible for the recent subversive 
activities. Noting, however, that Mr. Gandhi had been away from India, 
and proceeding on the assumption that he had no responsibility for and did 
not approve of those activities, Lord Willingdon~said he was willing to see 
him and give him his views as to how he—Mr. Gandhi—could best exert his 
influence to maintain the spirit of coéperation in the work of constitutional 
reform. He was not prepared, however, to discuss the measures which it had 
been necessary to adopt in Bengal and elsewhere for the preservation of law 
and order, which was essential to good government. 

Congress Working Committee passed resolutions in favour of reviving 
defiance of the law, the boycott of British goods, and picketing. The public 
were urged to decrease their consumption of goods on which Customs duties 
were payable and to reduce the extent te which they used the State services. 
Another resolution invited the free peoples of the world to watch the progress 
of the Indian movement, and if they were convinced of the justice of the 
unique means adopted by Congress for reaching the national goal, to give the 
movement enlightened support. 

January 1st, 1932.—It was reported that Congress Working Committee had 
decided that the promulgation of the Ordinances and the arrests of Congress 
leaders seemed to make further codperation with the Government utterly 
impossible unless the Government policy were radically changed. It regarded 
Mr. MacDonald’s Declaration at the conclusion of the Round Table Conference 
as wholly unsatisfactory and inadequate, and expressed the opinion that 
nothing short of complete independence, carrying full control of defence, 
external affairs and finance, with such safeguards as might be demonstrably 
necessary in the interests of the nation, could be regarded as satisfactory. 

The full text of the telegrams between the Viceroy and Mr. Gandhi was 
published. 
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January 3rd.—The Viceroy’s Private Secretary, in his reply to Mr. Gandhi’s 
last telegram, said the Government much regretted to observe that “ under 
your advice, th: Working Committee of the Congress has passed resolutions 
which involve a general revival of civil disobedience unless certain conditions 
are satisfied, which are stated in your telegram and resolutions.” No 
Government could be subject to conditions sought to be imposed under the 
menace of unlawful action by any political organisation, nor could the 
Government accept the position implied in Mr. Gandhi’s telegrams that 
“their policy should be dependent on the judgment of yourself as to the 
necessity of the measures which the Government have taken after the most 
careful and thorough consideration of the facts, and after all other possible 
remedies have been exhausted.” No possible advantage could result from 
an interview held under the threat of a resumption of civil disobedience, 
and the Government were compelled to hold Mr. Gandhi and Congress 
responsible for all the consequences which might ensue from the action 
Congress had announced its intention of taking, and “to meet which the 
Government will take all the necessary measures.” 

Commenting on this telegram, Mr. Gandhi said the Government had 
flagrantly broken the Delhi Pact, “by using the so-called threat of a 
resumption of civil disobedience as an excuse for refusing to see me.” Civil 
disobedience had never been given up, he continued, but only discontinued 
on the understanding that it might be resumed if the Round Table Conference 
failed to satisfy national demands, and “surely if civil disobedience was 
such a heinous crime, the Government could never have exchanged corre- 
spondence on that basis and sent me to London with Viceregal blessings. 
But I see that with changed times manners also have changed. The nation 
must now respond to the Government’s challenge.” 

In his reply to the Viceroy’s message, Mr. Gandhi, after declaring that 
it was wrong to describe ‘‘an honest expression of opinion as a threat,” 
said, ‘‘ nor is it fair or correct to suggest that I ever advanced the claim 
that any policy of the Government should be dependent on my judgment, 
but I do submit that any popular Government would always welcome and 
consider sympathetically suggestions made by public bodies and their 
representatives and assist them with all available information about their 
Acts or Ordinances of which public opinion may disapprove.” 

January 4th—Mr. Gandhi and Mr. Vallabhai Patel, President of 
Congress, were arrested. 

Congress Working Committee was declared an unlawful association by 
the Government, which also issued four new Ordinances, Nos. 2, 3, 4 and 5 
of 1932. These, among other provisions, gave the Governor-General the 
power (which formerly lay with the Provincial Governments) to declare 
unlawful any association which attempted to interfere with the Administration 
or otherwise constituted itself a public danger. They also provided for 
forfeiture of funds which a local government was satisfied were intended 
to be used for the purposes of an unlawful association, and gave power to 
local authorities to declare public meeting places illegal and to seize movable 
property. No. 4 was to provide against instigation to illegal refusal of the 
payment of land tax and rent, and No. 5 provided against “ certain forms 
of molestation and boycotting.” 

The Government issued simultaneously a statement which reviewed the 
history of Congress’ campaign of obstruction, dating from the Lahore meeting 
of December, 1929, with its seditious declaration of independence. The 
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acts of Congress to stir up revolt were set out side by side with the efforis 
of the Imperial Government and the Government of India to press forwan, 
to the Round Table Conference. Attention was called to the fact that withiy, 
a few days of the Delhi Settlement of March, 1931, Congress was making 
an organised attempt to make use of the truce as a means of preparation for 
further conflict, and was exploiting the settlement for the purpose of adding 
to its prestige and securing for its members a position of privilege not enjoyed 
by the general public. After detailing the subversive activities of the 
Congress, the document stated that in using their full resources against it, 
the Government were fighting not only the battle of the present Government 
but of those of the future. It was their duty to hand over to the new order 
a working administration, and to this end to resist with all their might forces 
which would create a state of anarchy and chaos. The Government of India 
were, however, pledged to the work of constitutional reform, and would carry 
on in spite of the threats of Congress and spare no efforts to bring to completion 
the policy of His Majesty’s Government. 

January 5th.—The new Congress President, Mr. Rajendra Prasad, who had 
been appointed to succeed Vallabhai Patel, was arrested. 

The Provincial Governments began to act independently in their respective 
spheres in dealing with the Provincial Congress Committees. Delhi Congress 
Committee was proscribed. ; 

Pandit Jawaharlal Nehru was sentenced to two years’ rigorous 
imprisonment. 

Dr. Ansari was appointed President of Congress. 

In Calcutta 45 associations were declared unlawful and their offices 
raided. 

January 6th.—Mr. V. J. Patel, former President of the Legislative Assembly, 
was arrested. 


Irak. 
January 5th, 1932.—Issue of Report of Mandates Commission. (See 
League of Nations.) 


Italy. 

December 21st——The Government replied to the French Government’s 
Note of November 4th asking Italy to state her point of view as to reparations 
and German capacity to pay. The reply repeated the principles already 
put forward by Signor Mussolini and stated that Italy desired that the 
solutions to be reached should be calculated to effect a lasting revival on 
a normal basis of economic and financial activity. Such a result was only 
possible if it were remembered that there was a close interdependence in 
the relations of States. 

January 5th, 1932.—Signature of Agreement with Turkey re frontier. 
(See Turkey.) 


Japan. 

December 17th—The Government announced that Chang Hsueh-liang 
had given an undertaking to the Japanese Legation in Peking ten days 
previously that he would gradually withdraw his troops from Chinchow. 

December 18th.—It was understood that General Minami, the ex-Minister 
of War, was proceeding to Manchuria to act as liaison officer between the 
Army headquarters at Mukden and the military authorities in Tokyo. The 
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l,tter issued a statement regarding the necessity of ridding Manchuria of 
handits, whose numbers were given as 100,000. The order forbidding the 
-rmy to go west of the Liao River was rescinded. 

Communication from U.S. Government re Manchuria. (See U.S.A.) 

December 19th.—Intimation to the Government from Washington re 
Chinchow. (See U.S.A.) 

December 22nd.—Statements issued by Army headquarters in Manchuria. 
(See China : External Affairs.) 

Note to League Council. (See League of Nations.) 

December 27th.—It was announced that representations had been received 
at the Foreign Office from the Governments of Great Britain, France and 
the U.S.A. regarding the gravity of the situation in Manchuria, and drawing 
attention to the danger involved should Japan be drawn into a conflict 
with the forces of Chang Hsueh-liang. The Governments were acting as 
spokesmen of the Treaties aiming at the outlawry of war and the guarantee 
of the integrity of China. 

The Foreign Office issued a statement for the information of the world, 
outlining the conditions which had brought about the existing situation, 
and emphasis was laid on the character of the bandits operating in Manchuria. 
They consisted of large groups directly employed and instigated by the 
authorities in Nanking and Peking, and numbered 30,000, though two 
months earlier they had only numbered 1,300. Raids during the previous 
forty days had reached a total of 1,529. The Japanese forces could not 
recognise the difference between Chinese soldiers and bandits and the war 
must continue while either were present in Manchuria. In view of the 
activities of large irregular forces on the Mukden-Antung railway, the Emperor 
sanctioned the dispatch of more troops to Manchuria. 

December 28th.—In a statement to the press, the Prime Minister said 
that “Japan would not accept Manchuria—even as a gift—owing to the 
enormous expenditure that would be needed to defend its extensive frontiers.” 
Japan would adhere to the “open door” policy and welcome foreign 
participation and codperation in Manchurian enterprises as soon as normal 
conditions were restored. 

December 29th.—Declaration to League of Nations re Manchuria. (See 
League of Nations.) 

Advance of Japanese forces toward Kaopangtze. (See China: External 
Affairs.) 

January 3rd, 1932.—Assault on U.S. Consul by Japanese. (See China: 
External Affairs.) 

January 4th—The authorities at Mukden presented an apology to the 
U.S. Government for the assault on Mr. Chamberlain. 

Reported murder of Japanese at Canton and Foochow. (See China: 
External Affairs.) 

Communication to the League re Manchuria. (See League of Nations.) 


League of Nations. 


December 22nd.—It was announced that the Commission of Inquiry to 
proceed to Manchuria would consist of the Earlof Lytton, General Claudel, Herr 
Schnee (Governor of the former German East Africa), Count Aldobrandini 
(formerly Italian Ambassador in Berlin) and Mr. Hines (formerly Director- 
General of the U.S. Railways and member of the International Danube 
Commission.) 
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The Council received Notes from the Chinese and Japanese Governments 
regarding the events in Manchuria. The Chinese Note stated that on 
December 16th General Honjo had issued a proclamation declaring that the 
provinces of Mukden and Kirin were henceforth independent and were 
breaking off all relations with the Chinese Government. 

December 23rd.—The General Convention for the development of means 
for preventing war was signed by the representatives of Sweden and Siam. 

December 29th.—It was announced that the Secretariat had received a 
further declaration from the Japanese Government re Manchuria. This 
described the situation there as one of anarchy, and said it would have been 
a breach of duty to leave the population a prey to this and deprived of all the 
apparatus of civilised life. 

December 31st.—The Secretariat circulated an appeal addressed to the 
President of the Council by the Chinese Government and dated December 26th 
stating that the situation in Manchuria was becoming more and more critical, 
and accusing Japan of intentionally disregarding her obligations arising from 
the second paragraph of the resolution of December 10th. 

Publication of Report on the 12th Assembly. (See Great Britain.) 

January 4th, 1932.—The Secretariat circulated a Chinese communication, 
dated Paris, December 31st, stating that the Japanese had not only encroached 
upon Chinese territorial sovereignty in Manchuria, “thus violating the 
principles of international law, the League Covenant, the Nine-Power Treaty, 
and the Pact of Paris, but had utterly scorned the resolution of the League 
of December 10th.” 

A Japanese communication was received reporting an increasing number 
of attacks by bandits, which were directed more and more against the stations 
of the S.M.R. or Japanese police stations. This proved that the acts of 
brigandage had a political and strategic purpose-and that relations existed 
between the irregulars and the Chinese forces. 

January 5th.—The Mandates Commission issued a report dealing with the 
British Government’s proposal for the termination of the Mandate in Irak. 
In this the Commission stressed the importance of the Irak Government 
ensuring the protection of minority rights, languages and religious beliefs, etc., 
and of giving assurances to the Council regarding the protection of foreign 
interests. 


Netherlands. 

December 16th——The Upper Chamber adopted the Bill approving the 
Treaty of Economic Understanding concluded with Belgium and the three 
Scandinavian countries and signed in Oslo on December 22nd, 1930. 


Norway. 
January 1st, 1932.—Signature of Commercial Treaty with Brazil. (See 
Brazil.) 


Palestine. 

December 17th.—The Moslem Conference closed its session. Among the 
resolutions passed was one forwarding to the League of Nations a protest 
against the adjudication in the Wailing Wall dispute and another stating 
that Zionism constituted an aggression detrimental to Islam, both directly 
and indirectly, and tended to oust Moslems from the control of Moslem lands 
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and Holy Places. The establishment of a Moslem University was approved 
and a demand was made that the Hejaz Railway should be handed over to a 


World Islamic Commission. 


Poland. 

December 30th.—F our official decrees were published providing for increases 
in import duties and for the prohibition of the importation of certain goods 
for one year. All the decrees were to come into force on January Ist. 


Portugal. 

December 18th.—The Government promulgated a decree setting up a 
National Political Council, consisting of the Head of the Government, the 
Minister of the Interior, the President of the Supreme Court of Appeal, the 
Public Prosecutor and a number of naval and military officers. 

December 30th—The National Political Council was formally set up. 
A decree was issued suspending until April 30th the convertibility into gold 
sterling of Portuguese banknotes but maintaining their convertibility into 
sterling drafts on London at an exchange rate of 110 escudos to the £ (the 


par rate). 


Reparations. 

December 18th.—Figures submitted to the Advisory Committee by the 
Sub-Committee appointed for that purpose showed that the German railways 
would not be able to balance their budget in 1932. Receipts had fallen in 
oe by 13 per cent., and, taking 1930 and 1931 together, they had fallen 
25 per cent. 

December 23rd.—The Advisory Committee signed its report on the capacity 
of Germany to pay reparations. The chief points in its recommendations 
were: (1) That Germany could not possibly meet the conditional payments 
after the end of the Hoover year. (2) That reparations and debts should be 
adjusted to meet the new economic position of the world. (3) Prompt 
action by all the Governments concerned was necessary if a very serious 
crisis were to be averted. (4) Transfers from one country to another on a 
scale so large as to upset the balance of payments could only accentuate the 
existing chaos. (5) The release of a debtor country from a burden of 
payments which it was unable to bear would probably merely mean trans- 
erring that burden to a creditor country equally unable to bear it. (6) A 
combined conference on war debts and reparations should be held as soon as 
possible. The report considered that the prompt adjustment of all these 
obligations was the only lasting step re-establishing confidence. 

Other points brought out were that 43 per cent. of the total German 
loans had been used to pay reparations, i.e., 10,300 millions out of 18,300 
million marks borrowed. The Young Plan only provided for a normal crisis, 
and contemplated a steady expansion of world trade, not merely in volume, 
but in value, in which the annuities would become a factor of diminishing 
mportance. In fact, the opposite had been the case. 

A rough balance of all Germany’s foreign payments showed that during 
1931 she would have had to meet withdrawals of capital totalling about 
4,900 million marks. After using the other resources available, this had 
= a drain of gold and foreign exchange from the Reichsbank of 1,700 

ions, 
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Germany’s industrial production fell by one-third between 1928 and 
1931 and there weie now 5,000,000 unemployed out of about 21,000,000 
employed persons. The limit of taxation had heen reached, in the Com. 
mittee’s opinion, but attention was called to the system under which 
substantial part of the taxes levied by the Reich was automatically handed 
over to the States and Communes, which meant that contiol of expenditure 
was divorced from the responsibility of raising the revenue to meet it. 

December 30th.—British Government’s move regarding a Reparations 
Conference. (See Great Britain.) 


Spain. 

December 17th.—The new Cabinet, presided over by Senor Azana, presented 
itself to the Cortes, and received a vote of confidence by 294 votes to 4, 
with the Basque, Navarre and Agrarian groups abstaining. 

December 23rd.—The Cabinet decided to take reprisals against countries 
which limited the importation of Spanish goods. (The measure was understood 
to be aimed principally at France.) 

December 29th.—A decree was published reorganising the Protectorate 
in Morocco, under a High Commissioner, to whom both the armed forces and 
the Government of the Khalifa were subordinated. 

December 31st.—Four Civil Guards were murdered during serious dis- 
turbances and riots which occurred in a remote district of Badajoz Province. 

January 1st, 1932.—Fighting occurred between rival bands of Republicans 
and Socialists in Badajoz and one man was killed when the Civil Guards were 
compelled to intervene. 

The disorders arose from a workers’ demonstration protesting against 
the alleged inequitable distribution by the local authorities of funds sent 
by the Government to relieve unemployment. 

January 3rd.—Rioting occurred in Saragossa Province and one man was 
killed by the Civil Guards. 

January 4th—A general strike of a revolutionary character broke out at 
a village in Valencia Province and on the Civil Guard being called in fighting 
occurred resulting in two deaths. Collisions between Civil Guards and 
strikers also took place in Logrono and Ciudad Real Provinces resulting in 
six deaths. oe 

January 5th.—The Cortes reopened its session and the Prime Minister 
made a statement regarding the disorders in which he paid a warm tribute 
to the conduct of the Civil Guards. A deputy from Badajoz stated that 
the general strike in that Province was the result of a subversive campaign. 


Turkey. 

January 5th, 1932.—An Agreement with Italy was signed in Angora 
clearing up differences regarding the possession of certain small islands 
between the Anatolian coast and Castellorizo Island. 


US.S.R. 

December 17th.—The Central Committee of the Communist Party announced 
that industrial production in 1932 should increase by 32 per cent. over that 
of 1931. (The increase in 1931 over 1920 was ertimated to be 21 per cent.) 

December 22nd.—The All-Union Soviet Executive Committee heid 'ts 
opening session in Moscow and Molotov stated that 73 per cent. of the Five 
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Year Plan had already been realised. The projected increase of 36 per 
cent. in industrial production in 1932 would make possible a 100 per cent. 
fulfilment of the Plan by the end of 1932. He claimed that the tractor, 
machine building, and oil industries had already fulfilled their plans, but 
metallurgy, coal and transport were in arrears. 

Conclusion of Trade Agreement with Germany. (See Germany.) 

During 1931, 2,700,000 fresh workers had been attracted into industry, 
making the total workers 18,700,000. 

December 28th.—The Budget for 1932 was ratified by the Soviet Executive 
Committee. It balanced at about 27,500 million roubles, an increase of 34 per 
cent. over that of 1931. Over 20,000 millions were appropriated for industry, 
transport and agriculture. Receipts from the turnover tax were estimated 
at 15,000 million and from State loans over 4,000 million. Appropriations 
for the army, navy and the G.P.U. totalled 1,400 millions. 

It was reported that the presidium of the Central Committee of the 
Communist Party had ordered a purge of the Party in order to crush an in- 
cipient revival of anti-Leninist views among influential leaders. Among 
those on the black list were Radek and Yaroslavsky. 

January 4th, 1932.—It was understood that the Central Committee of the 
Communist Party had decided to re-organise the Supreme Economic Council 
and decentralise its work by dividing it up between three Commissariats 
responsible for heavy industry, light industry and timber, respectively. 


U.S.A. 
December 17th.—The Ways and Means Committee of the House of Repre- 
sentatives adopted, by 16 votes to 9,an amendment to the Moratorium Bill, 


stating that “it is hereby expressly declared to be against the policy of 
Congress that any indebtedness by foreign countries to the United States 
should be in any manner cancelled or reduced, and nothing in this joint 
resolution for ratification of the Hoover moratorium shall be construed as 
indicating a contrary policy or an implication to give favourable consideration 
at any time to a change in the policy hereby declared.” 

The Bill as amended was then approved. 

December 18th.—It was announced that the Ambassador in Tokyo had 
been instructed to emphasise to the Japanese Government the solicitude 
of the U.S. Government that the obligations of the Nine-Power Treaty of 
1922 and of the Kellogg Treaty should be respected. 

The Finance Committee of the Senate opened an inquiry into the sale of 
foreign bonds in the United States. Mr. Lamont, of J. P. Morgan & Co., 
stated that since 1920 American bankers proposing to float foreign loans in 
the country had informed the State Department beforehand in order to give it 
an opportunity to ” intervene.” 

The Bill ratifying the Hoover Moratorium was passed by the House of 
Representatives by 317 votes to 100, with an amendment declaring that the 
revision or cancellation of foreign war debts was against the policy of Congress. 

December 19th.—It was announced that the Administration had informed 
the Japanese Government that the occupation of Chinchow would be viewed 
in Washington as most unfortunate. 

December 22nd.—The Senate ratified the Hoover Moratorium by 69 votes 
to 12, with the resolution of the Lower House appended. 

__ The President announced that General Dawes would serve as head of the 
U.S. delegation to the Disarmament Conference. 
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December 23rd.—The President signed the War Debt Moratorium, and 
in a statement subsequently said ‘‘ our suggestion for a year’s suspension of 
inter-Governmental debts averted a catastrophe which would have caused 
the American people a loss many times the amount involved. The American 
people have contributed to maintain courage and hope in the German nation, 
and to give an opportunity to other European peoples to work out their 
problems.” 

December 29th.—The President announced the appointment of Mr. Trubee 
Davison, Assistant Secretary of War in charge of aviation, and of Mr. Norman 
Davis, former Under-Secretary of State, as members of the delegation to the 
Disarmament Conference. 

Mr. Mills, the Under-Secretary to the Treasury, announced that the 
Government had not been invited to the Reparations Conference, and would 
not attend if it were, and added, “ there will be no trip to Europe this winter.” 

January 3rd, 1932.—Assault on U.S. Consul at Mukden. (See China: 
External Affairs.) 

January 4th.—The President sent a message to Congress urging immediate 
action on the measures proposed by him for dealing with industrial depression. 
He stated that the “* need is manifestly even more evident than at the date of 
my message a month ago,” and asked for their adoption ‘‘ in order to check a 
further degeneration in prices and values, fortify us against continued shocks 
from world instability, and unshackle the forces of recovery.”” (The measures 
included the strengthening of the Federal land bank system, to aid the banks 
which lent money to farmers, the creation of a financial reconstruction 
corporation to liquidate frozen assets, etc.) 

Apology for assault on Mr. Chamberlain presented by Japanese authorities. 
(See Japan.) 


January 5th.—Mr. Hoover announced that-the U.S. delegation to the 
Disarmament Conference would have nothing to initiate at Geneva, and 
explained that the deliberations of the Conference would be of something 
less than primary interest to the United States, since they would be concerned 
largely with land armaments, and the U.S. Army was already relatively 
smaller even than that of Germany. 


Uruguay. 
December 16th.—An Economic Conference of representatives of Uruguay, 
the Argentine and Brazil opened in Montevideo. 


Yugoslavia. 

January 4th, 1932.—General Zhivkovitch’s Cabinet resigned at the 
conclusion of the Elections to both Houses. 

January 5th—A new Government was appointed and took the oath. 
It was very nearly identical with the outgoing Cabient, but the Premier 
handed over the Ministry of the Interior to M. Sershkitch. 
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III.—DOCUMENTS IN PERIODICALS. 


L’Europe Nouvelle, dated December 19th, 1931. 
Text of the Statute of Westminster. 


L’Europe Nouvelle, dated December 26th, 1931. 
Table of Documents published during 1931. 


L’Europe Nouvelle, dated January 2nd, 1932. 

1. Resolution of the League Council regarding the Manchurian dispute. 
(December 10th, 1931.) 

2. Declarations of the President of the League Council, and of the repre- 


sentatives of China and Japan. 


Europdische Gespriche for December, 1931. 

1. Extracts from official speeches by Italian, British and Polish statesmen 
relative to the attitude of Italy, Great Britain and Poland towards 
disarmament. 

2. Text of the Treaty of Neutrality and Non-Aggression signed between 
the U.S.S.R. and Afghanistan on June 24th, 1931. 

3. Text of a Disarmament Decree issued by the Prince of Liechtenstein 
in 1868. 


Chinese Social and Political Science Review for October, 1931. 

1. Text of Mandate issued by the Chinese National Government regarding 
the abolition of Extra-territoriality. (May 4th, 1931.) 

2. Text of Regulations relating to the exercise of jurisdiction over 
foreign nationals in China. (May 4th, 1931.) 

3. Statement by Dr. C. T. Wang. (May 4th, 1931.) 

1. Manifesto of the National People’s Convention concerning the abroga- 
tion of unequal treaties. (May 13th, 1931.) 

5. Text of Arrangement between China and France for the establishment 
of Chinese Courts of Justice in the French Concession at Shanghai (together 
with Notes exchanged). (July 28th, 1931.) 

















IV.—FORTHCOMING EVENTS. 


1932. 
Jan. 9th *Standing Orders Committee of I.L. - 
»  I1lth *Meeting of Coal Experts . 
» 11th *Finance Committee of I.L. O. 
» 13th *56th Session of the Governing Body + of 
the I.L.0. 
» 13th: *Unemployment Committee of I.L.0. 
» 14th *37th Session of Economic Committee 
» 18th *12th Session of Central Opium Board 
» 19th *Committee of Experts on Customs Nomen- 
clature i 
» 20th *Committee ‘re Pact of Economic 
Non-Aggression me i ““ 
» 20th “Supervisory Commission .. 
» 22nd *Commission of Inquiry for Buropean 
Union 
25th *6Uth Session of the League Council ei 


Feb. 2nd *The Disarmament Conference ° 
May 238rd-25th International Congress of Local Authorities 
l Imperial Economic Conference 


July 
July 25th 
to World Grain Conference... ua oe 
Aug. 6th 
Aug. 6th World Conference of the new Education 
Fellowship 


Oct. 17th-22nd 1lth General Meeting of. “International 
Institute of Agriculture es 

Nov. Universal Congress of ee ’ Forces 
for Peace ve ve 


* League of Nations and International Labour Office. 


V.—INFORMATION DEPARTMENT MEMORANDA. 





Geneva. 
Geneva. 
Geneva. 


Geneva. 
Geneva. 
Geneva. 
Geneva. 


Geneva. 


Geneva. 
Geneva. 
Geneva. 
Geneva, 
Geneva. 
London. 
Ottawa. 


Regina, 
Canada, 


France. 
Rome. 


Washington. 







Of the Memoranda prepared by the Information Department the following 


are of special interest at the present moment. They are available in 
mimeograph form at the price of 2s. each (1s. to members of the Royal Institute 


of International Affairs) :— 


(1) Summary of the Conclusions of the Indian Round Table Conference. 


First Part. (November, 1930—January, 1931.) 


(2) British Policy in East Africa and the Tanganyika Mandate. 


(3) Anglo-Iraqi Relations and the Iraq Mandate. 


(4) The Progress of Disarmament since the Peace Treaties (with an 


analysis of the Draft Disarmament Convention). 


As the first edition of the Disarmament Memoranda has been exhausted, 
it has been decided to combine them in a single Memorandum to be issued 


in printed form, which will be ready shortly. 








The Solicitors’ Law Stationery Sceiety, Ltd., Law & Parliamentary Printers,102-107 Fetter Lane, 2.C.4. 
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